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Compliance Division

3

Compliance Division consists of three sections: 

Á External Audit and Advisory Services ðAudit entities that do business with TxDOT and perform advisory services for 

TxDOTõs senior management. 

Á Investigations ðPerform investigations of potential fraud, waste, abuse, and violations of Department policies.

Á Compliance Section ðPromote a commitment to compliance with applicable laws and regulations by raising 

awareness of risks and policies and processes to reduce those risks.
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Objectives

ÁTo provide an overview of the importance of adequate documentation for the 

expenditure of federal funds.

ÁTo conduct a walk through of the documentation requirements in 23 Code of 

Federal Regulations (CFR) 645 and provide specific examples of adequate 

documentation for adjustment and relocation of utility facilities on Federal-

aid and direct Federal projects.
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Audits & Documentation

ÁWhy is adequate & accurate documentation important?

ðIt is the foundation used to support accounting and cost records.

ðIt is central to making sure funds are obligated and spent as they were intended by 
the Federal award.

ðFailure to adequately maintain supporting documentation for expenditure of 
federal funds can result in forfeiture of those funds.

ÁGenerally adequate source documentation includes the following elements:

1) Who spent the funds and who authorized the spending?

2) What were the funds spent on?

3) Where, that is, what award should be charged for the spending?

4) When the spending was authorized and when was it spent?
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Reimbursements ðGuidance

23 CFR 645.101prescribes the policies, procedures, and reimbursement 
provisions for the adjustment and relocation of utility facilities on Federal-aid and 
direct Federal projects.

23 CFR 645.117 cost categories include:

ÁDirect Labor

ÁLabor Surcharges 

ÁOverhead and Indirect Construction Costs

ÁMaterial and Supply Costs

ÁEquipment Costs

ÁTransportation Costs

ÁCredits

ÁBillings
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Reimbursements - Direct Labor

23 CFR 645.117 (b) Actual or average rates paid by the utility to individuals for 

time worked directly on projects are reimbursable when supported by adequate 

records. 

ÁAdequate records:

ðAgreed upon rate documentation.

ðLegible certified timesheets showing hours charged directly to the project 

and within project period.

ðPaystubs showing amounts paid to employees.
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Reimbursements - Direct Labor - Example
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Timesheet:

ÁPay period and hours included 

for each project.

ÁCertified.
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Reimbursements - Direct Labor - Example

Paystub:

ÁSalary and pay 

period.

ÁFringe benefits 

covered by 

employee vs 

employer.
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Reimbursements - Direct Labor - Example
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ÁIllegible document.



November 3, 2022

Reimbursements - Direct Labor - Example
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ÁDocument is too high-level.
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Reimbursements - Labor Surcharges

23 CFR 645.117 (c)

ÁFringe benefits utility established for the benefit of its employees. 

ÁCost of labor surcharges is reimbursed at actual cost or average rates which 

are representative of actual costs if approved by TxDOTand FHWA. 
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Reimbursements - Labor Surcharges

ÁAdequate support:

ðActual Cost:

ÅInsurance documents as applicable.

ÅCertified timesheets showing hours charged directly to the project.

ÅPaystubs showing amounts allocated to employee vs employer.

ðTxDOT only reimburses amount paid by employer.

ðAverage Rate:

ÅAgreed upon rate documentation.

ÅApproval of TxDOT and FHWA.
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Reimbursements - Overhead and Indirect Construction

23 CFR 645.117 (d) 

ÁCosts not charged directly may be allocated provided allocation is made on 

an equitable basis, is reasonable, and cost was actually incurred. 

ÁRecords supporting costs should show total amount, rate, and allocation 

basis for each additive.

ÁCosts not eligible include advertising, sales promotion, interest on 

borrowings, issuance of stock, bad debts, uncollectible accounts receivable, 

contributions, donations, entertainment, fines, penalties, lobbying, and 

research programs. 
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Reimbursements - Overhead and Indirect Construction

ÁAdequate support:

ðAgreed upon rate documentation.

ðInvoices as applicable showing total amount was incurred, cost 

description is sufficient to ensure cost is eligible, and cost was incurred 

within project period.

ðCalculation documentation showing allocation basis for each additiveis 

equitable and reasonable for the project.
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Reimbursements - Material and Supply Costs

23 CFR 645.117 (e) 

ÁFurnished from company stock. 

ÁPurchased under competitive bids or existing continuing contracts under 

lowest available prices. 

ÁUtility is not required to change its existing standards for materials used in 

permanent changes to its facilities. 
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Reimbursements - Material and Supply Costs - Buy America

ÁPer FHWA guidance, Buy America requirement takes precedence over:

ðCompany stock materials.

ðUtility existing standards for materials.

Source: Buy America Issues to Consider for Utility Work on Projects
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https://www.fhwa.dot.gov/utilities/buyam.cfm
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Reimbursements - Material and Supply Costs

ÁAdequate support:

ðExisting standards for material and supply costs.

ðProcurement documentation if competitive bidding was used.

ðExisting continuing contract.

ðDocumentation showing Buy America requirement was met.

ðInvoices as applicable.

ðProof of payment that cost was paid prior to reimbursement request.
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Reimbursements - Material and Supply Costs - Example
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ÁInvoice shows project, rates, and 

total amount.
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Reimbursements - Material and Supply Costs - Example
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ÁDocument isnõt legible.
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Reimbursements - Material and Supply Costs - Example

ÁDocument is too 

high-level.
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Buy America - Material Test Report - Example

22


